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Message 
from the 
Chairman 
of the Board 


The fiscal year ended March 31, 
1978 was satisfactory. We substan- 
tially achieved our operating 
objectives. 


Our recent acquisitions have 
created a new dimension and a new 
image to the already solid founda- 
tion of our traditional travel- 
oriented business. They provide us 
with a major thrust towards a new, 
broader horizon. 


Our performance and financial 
achievements during the year can 
be directly related to the skills and 
continuing dedication of our 
management and personnel. Our 
affairs are monitored by a strong 
leadership team. 


We are grateful for the continuing 
support of our people and, by 
remaining a close and integrated 
Cara family, we have confidence in 
reaching out to these new horizons. 


Paul J. Phelan 
Chairman of the Board 


August 15, 1978 


President’s Report 
to the Shareholders 


An important factor in achieving new sales and 
earnings records was the Foodcorp acquisition in 
July 1977. Sales increased 46% to $170,385,000 
and net earnings rose 36.8% to $4,753,000. After 
the exclusion of the previous year’s extraordinary 
gain of $375,000, earnings increased 53.3%. All 
Divisions of the Company realized sales and 
profit growth under uncertain general economic 
conditions. Much of this improvement is 
attributable to the continuing emphasis placed 
on management systems and operating 
efficiencies. 


In addition to the previously announced acquisi- 
tions, a number of planned capital projects were 
completed during the year. A new 27,000 sq. ft. 
flight kitchen located adjacent to the new 
terminal complex at Calgary International 
Airport was opened at the year end. In the new 
alr terminal at Calgary we also opened a nine- 
unit complex of restaurants, cocktail lounges 
and fast food outlets, as well as a duty free shop 
and a Western Gift Shop. Further improvements 
or expansion to existing facilities were under- 
taken during the year at the Vancouver flight 
kitchen and in the restaurant and lounge 
complexes at Halifax Airport and in Terminals | 
and 2 at Toronto. In the last quarter two new 


Swiss Chalet restaurants were opened in Ottawa 
and at O’Connor and Dohme Avenue in 

East York (Metropolitan Toronto). A new 

Keg restaurant was opened in downtown Hamil- 
ton in November 1977 and another was opened 

on Leslie Street in Don Mills, Toronto, in early 
April of this year. 


The main thrust of our expansion this year will 
be in the restaurant and fast food side of our 
business. Ten new Swiss Chalet restaurants are 
planned to open during the fiscal period, of 
which eight will be located in Ontario and one 
each in Montreal and Calgary, which are new 
markets for us. An on-going program of 
expansion and renovation to existing Harvey’s 
locations is being continued and should be 
completed by the year-end. 


A departure from the traditional pattern of 
shopping centre locations for Winco Steak N’ 
Burger expansion will be the introduction of 
modern designed free-standing restaurants at 
Waterloo and Scarborough, Ontario. In the 
continuing program of suburban expansion of 
Keg ’N Cleaver restaurants, new units are 
planned to open in the fall at Burlington and 
Brampton, Ontario. 


In the current year, capital projects of the Cara 
Divisions will be confined mostly to replacement 
and maintenance of existing facilities and 
equipment, although some further expansion of 


restaurant and lounge facilities will take place in 
Terminals | and 2 at Toronto International 
Airport. 


1978 was an excellent year for your Company 
and we anticipate the current year will produce 
further growth in sales and earnings. Once 
again, concerted efforts are being directed to the 
refinement and improvement of management 
and operating systems. A continuing prime 
objective is to expand our considerable base in 
the lower and medium priced restaurant and fast 
food markets. 


We look with pride on the ever-increasing skill 
and competence of our various operating 
managements and personnel. We are grateful for 
their continuing loyalty and enthusiasm. 


A semi-annual dividend of 24¢ per share on 
common shares of the Company was declared by 
the Board of Directors on June 21, 1978 to 
shareholders of record on June 30, 1978 and was 
paid on July 17, 1978. 


Bay Of Tae a 


J. Boyd Matchett 


President August 15, 1978 


Financial 
Highlights 


SALES 


NET EARNINGS 


NET EARNINGS 
PER SHARE 


CASH FLOW 


CASH FLOW 
PER SHARE 


DIVIDENDS 


DIVIDENDS 
PER SHARE 


NET WORTH 


NET WORTH 
PER SHARE 


1978 


170,385,000 


4,753,000 


$2.56 


9,930,000 


$5.34 


818,000 


44¢ 


21,794,000 


$11.70 


1977 


116,369,000 


3,476,000* 


$1.88* 


6,902,000 


$3.72 


643,000 


34%¢ 


17,788,000 


$9.58 


*1977 earnings include an extraordinary item of $375,000, 


being 21¢ per share. 


Airline Services 
Division 


A strong fourth quarter sales and 
profit performance, somewhat com- 
pensating for only moderate business 
activity early in the year, allowed us to 
complete our fiscal year with sales and 
profit improvements over last year. 


The successful opening of our new 
flight kitchen at the Calgary Interna- 
tional Airport completes our major 
capital expenditure program undertak- 
en over the past five years. We are now 
well represented with modern, efficient 
flight kitchens at all major airports in 
Canada as well as at Milwaukee, 
Wisconsin. 


During the past year, as well as during 
our current fiscal year, we have placed 
great emphasis on management and 
other personnel training and develop- 


Air Terminal 
Restaurant 
Division 


The Air Terminal Restaurant Division 
achieved a record growth in sales and 
profit in the fiscal year ended March 
31,-1978. 


Contributing factors to this successful 
year were stability in the airline 
industry, a modest growth in air 
traffic, creation of new facilities and 
improved employee productivity. 


Cara’s food and beverage facilities at 
the new Calgary Airport opened on 
schedule in November 1977. The 
design and layout of the nine unit 
complex complements the contempo- 
rary spaciousness of the new terminal. 


Mirabel results improved considerably 
over the previous fiscal year and 
further sales improvements are antici- 
pated as the airport increases its 
operating levels. 


Three new units were opened in the 


Manager, Bent Jensen and Executive Chef, Hans Michl supervise food 
preparation in the recently enlarged Cara flight kitchen at Vancouver 


International Airport. 


ment to improve our skills and ensure 
that all of us continue to stay abreast 
of new developments and techniques 
in our industry. 


The financial results at our Mirabel 
and Dorval flight kitchens, although 
improved, still do not meet our profit 
objective. Our primary objective for 
this current fiscal year is to manage 
our costs well in the face of rising food 
prices generally and a very volatile 
meat market particularly. 


Toronto terminals to meet market 
growth. A cocktail lounge and snack 
bar have been added in Terminal 2 
and an additional cocktail lounge in 
Terminal 1. A further expansion pro- 
gram is under way in Terminal 2 that 
will add 270 seats to the existing 
capacity. Completion is expected in 
the fall of 1978. 


The results from our new operation at 
Gander Airport are encouraging. 


We are looking forward with optim- 
ism to a positive sales trend during 
this current year. Although indications 
are that travel to Europe generally will 
experience only very moderate growth, 
we believe that the excursion and 
similar type low-cost fares introduced 
by Canadian and U.S. airlines will 
further stimulate air travel within 
North America throughout this year. 


Gunter Otto 
Vice-President 


The YC self-serve restaurant at the new Calgary International Airport. 


i 


Major renovations are now being 
planned and additional facilities will 
be added. 


Emphasis continues to be given to 
intensive in-house training to improve 
and develop the skills and confidence 
of personnel at every level in our 
Division. 


John T. Argyris 
Vice-President 


Urban 
Restaurant/Inn 
Division 


The fiscal year sales and profit perfor- 
mance of the Urban Restaurant/Inn 


Division was affected by disappointing ° 


first quarter results, particularly in our 
Place Bonaventure complex in Mont- 
real. However, a strong performance 
in the third and fourth quarters, 
notably in Ontario, closed out the year 
on a more optimistic note. 


Our restaurant complexes in Toronto 
at the Manulife Centre and Commerce 
Court achieved satisfactory growth. A 
renovation of the Aquarius Lounge 
and other menu improvements in 
restaurant and lounge operations in 
the Manulife Centre resulted in a sales 
growth of 11.2%. 


The Cara Inn at Toronto Internation- 
al Airport achieved an occupancy rate 


Retail Stores 
Division 


The 1977 acquisition of the Benson 
and Hedges chain of tobacco shops 
and a continued growth in our 
traditional stores, resulted in substan- 
tial volume growth over the previous 
year. 


Our business base has changed signifi- 
cantly during this period. In addition 
to absorbing the 26 new Tobacco 
Shops, 5 new stores were opened 
including 2 duty free shops and a 
“Western Shop” in the new Calgary 
Airport. Our Toronto “‘commissary”’ 
was relocated in new modern premises 
in Malton, Ontario. 


of approximately 70% in a soft eco- 
nomic climate and a highly competi- 
tive market. La Residence dining room 
in the hotel has won many plaudits 
from restaurant critics and was recent- 
ly awarded the Carte Blanche Epicu- 
rean Award for Dining Excellence and 
the esteemed Holiday Magazine Fine 
Dining Award. 


Menu changes have been implemented 
in Sherway Gardens resulting in 
volume increases. The opening of the 
Metro Centre in Halifax has resulted 
in a substantial improvement in both 
sales and profitability of our Scotia 
Square complex. A new mini- 
Zumburger unit-will be added to our 
Scotia Square facilities in the current 
fiscal year. 


Our partnership venture in Keg ’N 
Cleaver Restaurants of Ontario Ltd. is 
progressing satisfactorily. Although in 
a highly competitive sector of the 
restaurant market, the Keg “‘concept”’ 
has a strong appeal, particularly to the 
20 to 40 year age group. 


The two Keg restaurants opened in 
downtown Hamilton and on Leslie 
Street in Don Mills (Metropolitan 


The Urban Gift Shop group enjoyed 
an improved year, showing profit 
increases despite a general economic 
softening which minimized sales 
growth. Our airport, railroad station 
and hotel locations also achieved 
higher volumes in comparison to the 
previous year. 


Anticipated economic trends affecting 
the retail business will provide a 
continuing challenge to all of our 


The Cara duty free shop at the new Calgary International Airport. 


Maitre d’ Luis DeSousa welcomes 
guests to the award-winning La 
Residence at the Cara Inn. 


Toronto) have received good market 
acceptance. In keeping with the policy 
of expansion in selective suburban 
markets, two further restaurants will 
be opened in the fall of 1978 in 
Burlington and Brampton, Ontario. 


Daniel D. Phelan 
Vice-President 


stores. We also face re-tendering of 
certain key airport concessions. 


On September 30, 1977 Mr. Alan 
Mclsaac retired as Vice-President in 
charge of the Division after faithfully 
serving the Company for over 37 years. 


David B. Parkes 
Vice-President 


Foodcorp 
Limited 


Foodcorp sales and earnings both 
increased 18% for the year ended April 
Z NSIS: 


By agreement with the Anti-Inflation 
Board, menu prices in the Swiss 
Chalet Division and in Harvey’s 
Company-operated stores will remain 
at 1975 levels until December 31, 1978. 
We now have 80 Harvey’s (73 fran- 
chised and 7 Company-operated) and 
17 Swiss Chalets (all Company- 
operated). During the fiscal year 4 new 
Swiss Chalets were opened. 


This year both Divisions will be 
expanded in established and new 
market areas. Several new Harvey’s 
will be opened, both Company- 
operated and franchised, and a number 
of extensions to existing facilities will 
be completed. At present, 6 Swiss 
Chalets are under construction, build- 
ing permits for 6 more have been 
applied for, and offers to purchase 
have been made for 3 sites. This is the 


Winco 

Steak N’ Burger 
Restaurants 
Limited 


The past year has been one of 
consolidation. Our efforts have been 
directed towards increasing sales and 
earnings in existing locations through 
improved quality standards and pro- 
ductivity and through menu innova- 
tions calculated to broaden the appeal 
of our restaurants. A Steak N’ Burger 
restaurant and lounge and a Stop N’ Go 
snack bar were opened in November in 
the Halifax Shopping Centre, a long 
established regional centre currently 
undergoing expansion. 


Planning has been completed for a 
redesigned restaurant facade and some 
interior modifications for downtown 
Toronto locations. In September we 


A free-standing Swiss Chalet restaurant on Finch Avenue West in Toronto. 


A 


most aggressive expansion program 
the Company has yet undertaken and 
includes new marketing areas such as 
Calgary and Montreal. 


Although we shall encounter local 
differences and variations in circum- 
stances and conditions within markets, 
the basic elements are universal. Our 
restaurants fill the demands of consu- 
mers by being clean and attractive, and 
by providing excellent value in food 
and service. Consistency in quality 
creates loyalty to our product and 
results in frequent return visits by 
customers. These standards are main- 
tained by an enthusiastic, concerned, 


closely-knit employee team, proud of 
its contribution to the Company. This 
attitude is demonstrated in the form of 
cheerful, warm and efficient service, 
and justifies our policy of promoting 
restaurant employees to management 
positions. 


The Company is prepared for the 
challenges and opportunities in the 
year ahead and anticipates making a 
significant contribution to the overall 
Cara results. 


M.B. Syron 
President 


An artist’s rendering of the proposed free-standing Steak N’ Burger restaurant in 


Waterloo, Ontario. 


will open a Steak N’ Burger restaurant 
and lounge in the new McAllister 
Mall, Saint John, New Brunswick. 


A prototype design for a new style 
Steak N’ Burger free-standing building 
is also in an advanced stage. The first 
of these should open in Waterloo, 
Ontario, in November and a second 
site in Scarborough is planned. The 
success of these two pilot projects 
should enable us to embark on an 
accelerated expansion program in 


suburban markets throughout Onta- 
rio. These projects, together with the 
renovation of a number of our existing 
locations will be financed from our 
internal cash flow. 


Encouraged by a continuously im- 
proving sales trend and by the excel- 
lent efforts of our personnel, we look 
to the new year with optimism. 


Jack O. Hurlbut 
President 


Cara Operations Limited 


Consolidated Balance Sheet 


ASSETS 


CURRENT ASSETS 


Gashand short=terim:i1 VEStinen tScis ste sheers hete cree ara ieh es eee eet eee 
Accounts receivable: trade) lactam: ac ae lenin ros ce eid nee ein oe 


PIVEN LOTTES Sees Fatale: oti wists etek Gitenae orortes oFoberayer es seek e oa ae tne eee 
Prepaid Ex Penises ais: taikic ews slaete lots ccs oie ose eieremenetstans tate pel eter Tonedatet rae 


LONG-TERM RECEIVABLES 


Balances receivable'on sale‘of franchises®....- 1s. eee eee ee er 
Mortgages and notes receivables... as. se eee oe resents eee 


FIXED ASSETS (Note 3) 


Peri s ors S iaIR stg es erg is asi nls etertad abel asia) acai rotted eka eet a a ee 
Buildintesi 6.530 eee cee ede carat a seep eRe nea et eee eae ee eee 
Je LVN os ita gM ae ry mer os OCA Weicte Son roca aie ahs 
Leasehold interests:and) improvements esr we etyeete tte test terre 


Accumulated depreciation and amortization ............eeeeeeeee 


OTHER “ASSETS (Note 4) sae ee ee 
GOODWILL IN BUSINESSES ACQUIRED (Note 5) ..------+--- 


Signed on behalf of the Board 


Director 


March 31, 1978 


1978 


$ 
(000’s) 


33022 
6,399 
1,605 
6,567 
1,346 


19,699 


L221 
995 


252.16 


16,789 
19,694 
28,891 
13,205 


78,579 
18,141 
60,438 

5581 
18,731 


106,665 


1977 


$ 
(000’s) 


3,470 
5,857 
1,287 
5,000 

503 


16,117 


524 
8,206 
20,361 
10,891 


39,982 
14,389 
25,598 

1,409 
4,255 


ea peti: 


To Fr. Plourer” 


Director 


LIABILITIES 


1978 1977 
$ $ 
(000’s) (000’s) 
CURRENT LIABILITIES 
Be apkanmcebteaness (INOlE'6) vk ome wcrc slstesic ok oisic nin 8 ce eter oes 702 — 
mecents payable and accrued, liabilities: a. w.as ¢4 aes ves Saws s owe 13,828 9,068 
DeMeATORE AS OS Mre 3. hier ser) cos Sane nee hel oe Melee: wis (ote ee ne nreiale ad ewe te 907 16 
Meena poruon Ol done-rern debt: 3. feck oxen be wich ig bie a ae oe we 3,132 2,339 
18,569 11,423 
eRe MeL ACIS ELs De (INOLEZ7) ois ccs sutesoeccis es ais sole ve eae are oe eae 60,257 15,205 
UNEARNED INCOME ON SALE OF FRANCHISES ............ e220 — 
PEPER REDIINGOME PAX ES oes 5 sic Skies d hiileie Side dle ge o.aleo 48 4,344 2,958 
EVIE CC) RSRA YOUN De Re) Dees cau, eS A ne ase teas, cee ate ty And aque & ae 480 — 
84,871 29,586 
SHAREHOLDERS’ EQUITY 
CAPITAL STOCK 
Authorized — 
3,000,000 common shares without par value 
Issued and fully paid — 
O57 WISI AKESHUIN OLE IO), i> ios pywinla.s otore wlapcitie ual areata, Soke Sie le'a's) oe sae 4,416 4,385 
RE PAINE DIEARININGS) cc3 oe ls dan ieee isis aro eb bree sar cieieeaad 17,378 13,403 
21,794 17,788 
106,665 47,374 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the consolidated balance sheet of Cara Operations Limited as at March 31, 1978 and the consolidated statements of 
earnings, retained earnings and changes in financial position for the year then ended. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly included such tests and other procedures as we considered necessary in the 
circumstances. 
In our opinion, these consolidated financial statements present fairly the financial position of the company as at March 31, 1978 and the 
results of its operations and the changes in its financial position for the year then ended in accordance with generally accepted 
accounting principles applied on a basis consistent with that of the preceding year. 

COOPERS & LYBRAND 
Toronto, June 19, 1978 Chartered Accountants 


Cara Operations Limited 


Notes to Consolidated Financial Statements 
for the year ended March 31, 1978 


1. Accounting Policies 


(a) 


Basis of consolidation é 
The consolidated financial statements include the accounts of the company and all its subsidiary companies. The purchase 
method has been used to account for the consolidation of the subsidiary companies. 
Translation of foreign currencies 
Assets, liabilities, revenues and expenses in United States dollars have been converted into Canadian dollars at the prevailing 
year-end rate of exchange and the unrealized gain has been deferred. 
Inventories 
Inventories are valued at the lower of cost and net realizable value. 
Depreciation and amortization 
Buildings t 
$12.1 million of buildings are depreciated at 5% per annum on the reducing balance method and $7.6 million are on the 
straight-line method, over the estimated useful life, generally 20 years, or over the term of the land lease. 
Equipment 
$7.1 million of equipment is depreciated at 10% per annum on the reducing balance method and $21.8 million is on the 
straight-line method, over the estimated useful life, generally 10 years. 
Leasehold interests and improvements 
The company uses the straight-line method, calculated on the lesser of: 
(1) the term of the lease plus one renewal, if any, 
(ii) the estimated useful life of the improvements. 
Two subsidiary companies use the straight-line method over the term of the lease. 
Investments in jointly controlled companies 
The company accounts for its investments in jointly controlled companies on the equity basis. Since the earnings for the year 
were not material, they are not disclosed separately. 
Amortization of goodwill in businesses acquired P a! 
The company is amortizing the purchase price excess (goodwill) arising on the acquisition of both Foodcorp Limited 
(Foodcorp) and Winco Steak N’ Burger Restaurants Limited (Winco) on a straight-line basis over 40 years. The goodwill 
relating to previous acquisitions is being amortized on a straight-line basis over 25 years. 
Franchised operations 
Income on the sale of franchises is recorded on a cash basis as deposits and balances are collected. Under certain 
circumstances, the company may be required to repurchase franchises. A provision is made for possible future repurchases. 


2. Acquisitions 


(a) 


(i) During the period from July 24, 1977 to March 31, 1978 the company acquired 2,775,607 of the 2,838,846 issued and 
outstanding shares of Foodcorp for a total consideration of $34,940,000. The total cost was allocated to the net assets 
acquired on the basis of their fair values at the date of acquisition as follows: 


Book Fair value Fair 
value increment value 
$ $ 
(000’s) (000’s) (000’s) 
Assets, (excluding coodwill) reseed tr eiaeiierr eit: 29,161 5,828 34,989 
Sta DUlitres fio. s Simterac cd oae eter ele ner ere RE Tete ee toners 14,446 = 14,446 
Lal 5,828 20,543 
Deductiminority mterest thereins a ee 420 
Fairvalue of net assets acquired = ye pt ae eet re 20,123 
Goodwill included in the accounts of Foodcorp ......... ale 
Premium ascribed to goodwill on acquisition 

OLZEOOA CORP: w1se.sis Me loiwg ar53.0u5) eevee even orne efoto el otsdsioye ane (tale ats 10,670 
14,817 
Totalipourchase: pricer kis cs beta cn ser eeeerase es severe erence ns 34,940 


The consideration given consisted of the following: 
10% unsecured notes, payable in ten equal annual instalments, commencing on the 


SUES arch (re) tal U0 bia Ao lots ence eeciod lc oR IIeR IOI iorer Mute G OO CO Abe ObIO aU AGG Dao dob ame: 9,715 
[OC cena ETE AER Spar rye i arn SAORI PEN En eh Ca ae ES SU ye park aid wp ln aiG- 5-8 & 25,225 
34,940 


The acquisition has been accounted for as a purchase and accordingly, the consolidated statement of earnings 
includes the results of operation from July 24, 1977 to March 31, 1978. 


(ii) The fair values of the non-current assets acquired and long-term debt assumed and issued for the acquisition of 
Foodcorp are as follows: 


$ $ 
(000’s) (000’s) 
Non-current assets acquired 
KE CASSEL Satire Serare te iele ears ofa ORES es tnd Sere oharene DeLee Marsha michareremretadhenc wane 31,183 
Othermon-=cutrentyassets es ese es oe eee eee e eee teen eee e ees 2,479 33,662 
Excess of cost of investment over equity in business acquired ..............045. 14,817 
48,479 
Deduct: 
Non-current liabilities assumed 
LAC MESS HTCS doadnaes coo ndadndd clade vo DOB HEtittoOtO HOEGOImOs come 8,069 
Othenmnon-curremt Mia pil ieresieeovtohs oo lense heselevava wy ate tote tnche av abakancwsuehred ath crayons 2,571 10,640 
IL(OVMEAKS HIN Cla oie MSGUEEl Gm abcoaqes nods os anoba dole o ocdgooDoomad emo 9,715 
Netiundsiusediiomaccuisittonmrrire tay ciee ly weir ccvecrate relic cas eke ton 28,124 


(b) Effective April 1, 1977, the company purchased from B&H Retail Limited, the inventory and fixed assets of 26 retail stores. 
Inventories in the amount of $435,000 were purchased for cash. The fixed assets were purchased for $595,000, payable in three 
equal instalments on May 1, 1978, 1979 and 1980. 


(c) Under an arrangement dated May 26, 1977, the Class A and B shares of the capital of Winco not owned by Cara were 
reclassified as redeemable, non-voting preference shares with a par value of $7.50 per share and subsequently redeemed on 
February 28, 1978 at a total cost of $28,000. Winco became a wholly-owned subsidiary at that date. 


(d) On June 22, 1977, the company acquired 51,000 of the 102,000 issued and outstanding shares of Keg’ N Cleaver Restaurants of 
Ontario Ltd. for approximately $612,000 of which $250,000 was paid on closing, and the balance being payable $195,000 in 
June, 1978 and $167,000 in December, 1978. The excess purchase price over the equity in the business acquired amounted to 
$481,000 at the date of acquisition. As the purchase arrangements provide for joint control between the company and the other 
shareholder, the investment has been accounted for by the equity method. 


3. Fixed Assets 1978 1977 
Accumulated depreciation 
Cost and amortization Net Net 
$ $ $ $ 

(000’s) (000’s) (000’s) (000’s) 
Meander tone Oates woke Green eee 16,789 — 16,789 524 
Buildings ay eo ops co ag. fads sins eget 19,694 2,501 17,193 6,425 

Equipment :cc,coc0 e060) na tenets elaine 28,891 11,614 a 10,951 
Leasehold improvements and interests 13,205 4,026 9,179 7,693 
78,579 18,141 60,438 25,593 


The above amounts include fully depreciated assets which are still in use. 
Planned expenditures on fixed assets for the year ending March 31, 1979 amount to approximately $13,000,000, of which 
$7,500,000 has been committed. 


4. Other Assets Le at 
(000’s) (000’s) 

Investments in jointly controlled companies .......... sec ce eeeee eee e eens 4,936 756 

| DYS eraeexal el atenerexeS evaVGl Od Te SINS ea nbcasdnucasonduddocondnddsccvoosmooen dr 645 653 

5,581 1,409 

5. Goodwill in Businesses Acquired 1978 1977 

Excess of cost 
over equity Accumulated 
acquired amortization Net Net 
$ $ $ $ 

(000’s) (000’s) (000’s) (000’s) 

HOOUGCON myers eet te separ ala 14,817 247 14,570 — 

With co eeementerirets teste lotrareiein scr eetas sga 4,037 180 3,857 3,937 

PrEVIOUS ACCUWISITMOMSs. te ctentyeieeier 364 60 304 318 

19,218 487 18,731 4255 


The amortization in 1978 was $362,000 (1977 — $94,000). 


6. Bank Indebtedness 


Foodcorp’s current bank indebtedness of $702,000 is secured by a $5,000,000 floating charge debenture, by an assignment of its 
book debts, balances receivable on sale of franchises, and fire insurance on equipment and buildings with any loss proceeds 
payable to the bank, after the claims of the mortgage bondholders. 


a By Ph a am rn ee ce a ce eS SE EA a a Ses a aan en One SSP OR REE 


Cara Operations Limited 


7. Long-Term Debt 1978 ee 
$ 

(000’s) (000’s) 

Bank loans and sbankers;acceptanGes aera aceite noe ete aicrreae tent ee titer ier: 40,985 13,557 


This amount is secured by a general assignment of book debts and hypothecation 
of the shares held by the company in its principal subsidiaries and is to be 
further secured by a debenture of $53,000,000 containing a floating charge on 
all the assets of the company, at interest rates varying between prime and prime 
plus 2%; the average rate of interest for the year ended March 31, 1978 
approximated prime. Scheduled repayments for these loans over the next five 
years are as follows: 

1979 — $1,498,000; 1980 — $4, 938,000; 1981 — $5,138,000; 1982 — $5,538,000; 
1983 — $5,538,000 


10% unsecured notes, patie in ten equal instalments, commencing on July 


Bie POSS ies ios sss cones tated one fs ele lolx (ot acs raletenepe takers eae ons vcte eae anset el onelie tae evel eee eee 9705 _ 
10% notes, payable in annual instalments equal to 50% of the after-tax earnings 
of Winco, any balance remaining being payable on April 30, 1982 2,812 3,094 


Mortgages and mortgage bonds at an average rate of 11% with $27,000,000 
of land, buildings and equipment pledged as security. Scheduled repayments 


of principal over the next five years approximate $500,000 per year .......... 8,081 — 

Other mortgages, notes and financing contracts at varying interest rates 

maturing by? 1989 secede ats ocsls, svete sis cone iosstey ss aso ave fete ass somes teet Jeesieleestansey Ns Gag toe sts 1,796 893 
63,389 ipo aA 

hess: CHIT ENT POTELON 4 oad ccsnivod alts oe hse a tosses een ele © oe ple eaten eterna ste act 3ylo2 2,309 
60,257 15,205 


8. Commitments and Contingent Liabilities 


(a) Long-term leases 
Minimum rentals, excluding rentals based on sales, under lease agreements or letters of intent with original terms 
of five years or more, aggregate approximately: 
1979 — $6,777,000; 1980 — $6,480,000; 1981 — $5,523,000; 1982 — $5,350,000; 1983 — $5,319,000. 
Rentals under all leases for premises for the year ended March 31, 1978 amounted to $12,096,000 (1977 — $10,190,000). 
(b) The company has a 50.1% interest in the issued and outstanding shares of Vaunclair Purveyors Company Limited 
(Vaunclair). The company has the right to purchase and may be required to purchase, following the payment of the 10% 
notes issued in connection with the acquisition of Winco, the remaining shares of Vaunclair for a cash price based on a 
formula related to earnings, which price may not be less than $714,000, or greater than $1,214,000. 


9. Capital Stock 


(a) Stock Options 
19,900 unissued common shares are reserved for allotment under the company’s stock option plan and options on 8,900 of 
these shares were outstanding at March 31, 1978 as follows: 


Option price 


Number of shares per share Expiry date 
4,600 $4.95 June 4, 1979 
4,300 3.38 June 17, 1980 


During the year options on 6,950 shares were exercised for a total of $31,000. 

(b) Warrants 
Twenty year warrants to purchase an aggregate of 615,000 common shares of the company at $8.50 per share were issued 
to the controlling group of shareholders of Foodcorp at the time of acquisition. A warrant to purchase an aggregate of 
50,000 common shares of the company at $10 per share was issued to the president of Cara for $40,000, its fair market 
value at the date of issue. 


Warrants outstanding at March 31, 1978 were as follows: 


Number of Number of shares Purchase price Date first 
Warrants purchasable per share exercisable Expiry Date 
13 615,000 $ 8.50 July 31, 1982 July, SIE A997 
1 50,000 10.00 July 31, 1982 July 31, 1997 


(c) Fully diluted earnings per share 
Fully diluted earnings per share were $2.14 and were calculated using the weighted monthly average number of shares 
outstanding during the year. Fully diluted earnings per share show the effect on earnings per share which would result if the 
share options and warrants outstanding at year end had all been exercised at the beginning of the year or the date of issuance, 
if later. 


10. Extraordinary Item 


The extraordinary item in 1977 was in respect of life insurance proceeds received on the death of the president of a subsidiary 
company. 


11. Directors’ and Officers’ Remuneration 


The aggregate direct remuneration paid or payable by the company and its subsidiaries to the directors and senior officers as 
defined by The Business Corporations Act (Ontario) was $776,000 for the year ended March 31, 1978 (1977 — $532,000). 


12. Pension Plan 


At January 1, 1978, the unfunded liability for past service pension costs was $869,000. The unfunded liability will be paid over the 
next 7 years by annual instalments of $124,000 and over a further 5 years by annual instalments of $45,000. These amounts will be 


charged to earnings as paid. The vested portion of the unfunded liability amounts to $802,000. Current service pension costs have 
been provided for in accordance with actuarial determinations. 


13. Income Taxes 


Subsidiary companies have losses carried forward for income tax purposes of $575,000 expiring between 1979 and 1985. 


14. Anti-Inflation Act 


The company is subject to restraint on profit margins, prices, dividends and compensation under the terms of the Anti-Inflation 
Act and Regulations. 

Foodcorp performed calculations in accordance with the Anti-Inflation Regulations which indicate that it was in an excess 
revenue position for its fiscal year ended April 2, 1978. The Anti-Inflation Board has indicated that Foodcorp would be deemed to 
have eliminated excess revenues for all compliance periods if it agreed to maintain its selling prices and franchise fees at the levels 


in existence on October 13, 1975 until December 31, 1978. Foodcorp has agreed to this and has estimated that there will be no 
material financial effect resulting therefrom. 


15. Gross Revenue 


Gross revenue is as follows: 1978 1977 
$ 
(000’s) % (000’s) % 
Hoodmbeveragevand sh oteliis rote tee cretce.cte aterayshosenck hs) susie ote' «ots 129,044 82 98,309 84 
IVINS Kaytee A Mone eel oo pe apicnce Dy nO GE oMmante Oran d Gbaimcantr a OBa 6 24,490 16 18,060 16 
IMIG MIS COSMOS ooo dob opp dondbadbuosnedooamosooade 3,176 Ard _ Day 
156,710 100 116,369 100 


16. Comparative Figures 


Certain 1977 figures have been reclassified for comparative purposes. 


17. Subsequent Event 


On April 20, 1978 the directors of Foodcorp approved in principle the submission to the shareholders of that company, of an 
arrangement by which the 63,245 outstanding common shares held by shareholders other than Cara would be reclassified as 
redeemable preference shares with a par value of $12.50 each and redeemed at par promptly after the arrangement becomes 
effective. The cost of the redemption of the proposed preference shares would be $791,000. 
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Cara Operations Limited 


Directors 


Roger L. Beaulieu 


John W. Burrows 
Lawrence Hynes 

J. Boyd Matchett 
Richard C.W. Mauran 
Paul McLaughlin 
Paul J. Phelan 

R.E. Phelan 
Thompson M. Plewes 
M. Bernard Syron 
John G. Weir 


Partner, Martineau, Walker, Allison, Beaulieu, 
MacKell & Clermont, Montreal, Advocates 
President, Travacon Limited, Calgary 

Partner, Fraser & Beatty, Toronto, Solicitors 
President, Cara Operations Limited 

Chairman, Foodcorp Limited 

Real Estate Consultant, Realco Property Limited, Toronto 
Chairman, Cara Operations Limited 

Consultant 

Vice President, Finance, Cara Operations Limited 
President, Foodcorp Limited 

Executive, Wood Gundy Limited, Toronto 


Officers 


Chairman of the Board 
President 
Vice Presidents — 
Finance 
Air Terminal Restaurant Division 
Airline Services Division 
Retail Stores Division 
Urban Restaurant/Inn Division 
Steak N’ Burger Division 
Secretary- Treasurer 
Director of Sales and Marketing 
Airline Services Division 
Comptroller 


Paul J. Phelan 
J. Boyd Matchett 


Thompson M. Plewes 
John T. Argyris 
Gunter Otto 

David B. Parkes 
Daniel D. Phelan 
Jack O. Hurlbut 
Walter G. Fraser 


Vincent C. Kennedy 
S. Russell Knox 


Officers of Principal Subsidiary Companies 


Foodcorp Limited 
Chairman of the Board 
President 
Executive Vice-President 
Secretary 


Winco Steak N’ Burger Restaurants Limited 
Chairman of the Board 
President and Secretary- Treasurer 
Vice President and General Manager 


Richard C.W. Mauran 
M. Bernard Syron 
Michael M. Maguire 
Edward John Kozak 


Ben Winbaum 
Jack O. Hurlbut 
Joseph A.A. Guilbert 


Head Office 


55 York Street, Toronto, Ontario M5J 1S5 


Transfer Agent 


The Royal Trust Company 
Toronto, Montreal, Winnipeg, Vancouver 


Auditors 


Coopers & Lybrand, Toronto, Ontario 


Bankers 


The Bank of Nova Scotia 
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Cara Operations Limited 


Sommaire financier de dix ans 
Exercice termine le 31 mars 


1978 1977 

VENTES 170 385 116 369 

% d’augmentation 

ou (de diminution) 

pour l’exercice 46,4% 24,9% 
BENEFICE NET 4 753 *3 476 
BENEFICE PAR ACTION $2,56 *$1,88 
sur la moyenne 
pondérée des actions 
en circulation 1 860 034 1 853 280 


(en milliers de dollars) 


1976 1975 1974 1973 1972 1971 1970 1969 
93 136 78 378 70 500 56 296 48 191 44221 38 155 32 210 
18,8% 11,2% 25,2% 16,8% 9,0% 15,9% 18,5% (1,5%) 
2 559 =1621 2 041 ease, 670 812 802 610 
i nn cert aE TaEEE=S Ere enanesSnnnT TEs? i SaaS SDI! 
$1,38 *$0,88 $1,10 $0,85 $0,36 $0,44 $0,44 $0,35 
1 849 410 1 848 907 1 848 285 1 838 672 1 835 769 1 833 378 1 833 230 1 676 929 


*Le bénéfice de 1975 comprend le poste extraordinaire de $150 000 ou 8¢ par action 
*Le bénéfice de 1977 comprend le poste extraordinaire de $375 000 ou 21¢ par action 
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